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ABSTBACT , ■ 

Tax raduction >nd liaitaticB of govarnaant apanding 
iaauaa doaina'tcd ,th« Movaabar 1S78 atata and national alactiona» ihat 
affaqt the proppaitions will bava on cqaauoity ccUaga flpiancing will 
not ba known fot aoaa tiaa. Three principal aouxcaa of ccllaga 
r aTanuer'property tax, atata appropriaticBa». tuition. and 
faaa-*acCount for aoat of the funds, in tha catagoriaa of capiti^l 
outlay financing and currant operating financing. The aannar in vhich 
state funds are allocated offers four, funding alteznativaa: 
negotiated i>Qdget, unit rate forauia,' ainiaua fcundaticn cr 
equalisation, or coat-based prograa. ibatever the funding pattern, 
the aaount^of adney allocated is ralatad to the nuabar of full-tiae 
student or faculty eguivalents or the si^sbar o^ student credit boars. 
In recant yeara legislatora and goverscia have ilaced liaita on the 
aaount allocated to colleges. Bspeclally unf ortnnata ccnacguences 
were «een in the curtailing of non-6radit' conraea; Loaa cf local 
a utbnCay;. decree ae in the nuab'er of locally^aupportad ccllegea; 
lessened coaaitaent to the Open Do polici; and increaaaa intuition 
and fees. A positive effect is the incraaaad ccBcexn aitb educational 
aission and function, and with governance. A biblicgraphi is / 
included. (AYC) 
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.COMfMUNmr COLLEGE FINANCING IN THE POST-PROPOSITION 13 ERA 



The passage of Proposition' 13 in June 1978 in 

^ California by a 2 to 1 vole stirred consideral)le anxiety . 
among personnel in all publicly-supported agencies. The 
immediate objectives of such proposals ire relief to the 
laxpafyers through reduction of ppoperty taxes/ restric- 
tions on increasing other taxes, /ndlimit^s on c.vpendi- ' 
lur^s. Tax teduction and lin>Uation of government 
spending issues. dominated thc/Novcmiber 1978 state Jind 
national elections. Democrats outdid^ Republicans iiT 

• their commitment to these issues. The voters in 12 states 
"'(out^of 16) who approved propositions dealing with tax 

^ reduction and limitatiq^h of spending gave strong sup- 
port to those ^who characterize 1978 as the Year of the 
Tax Revolt. Proposition 13 has become a rallying fry 
for taxpayers, the equivalent erf Lexirfgton and Concord 
(Baralz and Moskowitz. 1 978)i and the Boston Tea Party 

^(Norris, 1978). 

What 'effect the^ 12 propositions will have on com- 
nfunity college financing will not be knowrt for some 
lime; in Nevada not until 1980 when a reaffirmation of 
Xjjie November's vote must taka place. What happened 
jn Cahfdrnia was' spelled out in the headline on a Cos 
Angles TVwe^ article, **Comm4nity CollegesSpending • 
'Hikes Endi/Total Cost^ to Level Off or Drop for First 
Jime Since 40's'' (Speich* 1978). The statistics are even 
mote drarrtatic. Before Proposition 13 the property tax 
to state appropriation revenue ratio was 48 to 42; the 
posl-P^)positlion h3 ratio became 21 localv'67 state 
, (California Community Colleges/ 19Y8). While large, 
the state contribution accounts for only 75 to 85 percent 
of the loss in local revenues. Cutbacks in expenditures 
had to be made and new sources of revenue sought. In 
California as in most states cutbacks^are more produc- 
tive in balancing the budget since significant new 
sources of revenue ar^ not available. 

' Next to tax revenues and state subventions ti^ilion is 
the third largest source of revenue fpr commun]^ col- 
leges.'For California colleges, which are not autjiorized*^ ^ 
to impose tuition charges on residetjt students, this 
avenue is closed. The legislature did authorize the col;' 
leges to increase: the number of fees,' mainly in noncredit 
and commurfity services classes. The return Ttom these 
and other fees, already authorized, does not make 
rtvore than 2 percent oT their income. Federal aid, pr^^ 
iding about 6 percent of their incorne. did not change. 
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\^ i^lthoufeh the no-tuitibn policy has remained intact, 
the prospectSi for its continuance have become less cer- 
tain. Discussions on future plans often include tuition 
or user fees as^ne' possibility as a source of new 
revenue. It is likely that within five years the no-tuition 
policy will be breached, perhaps through increased fees 
rather than through tuition (Erickson and McCuen, 
1978). The effect will be the same; students will contri- 

' bu4e a larger proportion of revenues. ^ 

Without underestimating the' serious effects of Pro- 
position 13 on California colleges and the probable ef- 
fects of similar proposals on colleges in other states. 
Proposition 13 did not initiate the crisis. Resistance to 
higher taxes and public expenditures has been i*ising for ' 
at least five years. This resistance has been felt by many 

' colleges in lower revenues or in reduced pd" stu<ient 
allocations, and in the large number of college^ax and 
bond measures that fail to get voter approval, ForVx- 
ample, since 1968 only 6 Illinois comipunity college . 
districts obtained voter approval for taxJevy increases 
for operating purposes. During that perjo^ there were 

• 20 failures. On top of this' all colleges ha\e been ad- 

^versely affected by the high inflation of the 1970s. Col- 
leges with rising enrollments-^have been /'particularly 

.hurt" (Iirinois Community Collegfe Board,' 1977, p, 19). 

The three' principal sources of comniunity college 
revenue — property' tax, state appropriations! tuition 
and fees — account for most* of the funds. Federal aid \ 
represents about 6-10 percent of operating budgets. Of \ 
minor significance afe revenues from private sources; . 
including foundations\ interest on surplus funds, a^d 

j^rofits on student stores and other enterpri^ses. 

When community college financing is discussed it 
. usually refers to cflrrent operating revenue. Revenue for 
capital outlay — buildings anA nonexpendable equip> 
ment — are.li^ually budgeted separately.' These two 
classifications of revenues will b^e treared separately/ 
under Capital Outlay Financing and Current Operating' 
Financing Patterns. * * 

Capital outlay fi/tancihg for hidings and mayor 
equipment may or^may not bk included in thi financing 
patterns^ More often it is not. In £act, capital outlay 
• financing has been characterize^ a^ **irregular dr 
sporadic'* by the director of Missi^^pi's Commission 
of^udget and Accounting, **dismar' by the California 



\- iP6ittsecondary Education Commission, and without 
••any impficit^jcctivc*' by jk Texas official (California . 
.PoslswondarPpdfication Commission, 1977a, p..l24). 
Much of the (difficulty is attributable to the large 
• . * expenditures required at the time of initiating a capital 
|: outlay project and to^the requirement or practice in 
, . . some states that a bond issue, to finance the project be 
submitted to the voters for approval or rejection. 
Usually, a two-thirds vote is required for approval. 
When a financial crisis occurs, capital outlay projects 
arc among the first to be frozen or curtailed. 
^ Tq spread .'the expenditures of capital outlay funds 
j. over .a period pf years, some states require colleges to 
! develop plans On their projected needs for five or ten 
years. The pr(^blem of capital outlay financing ^has 
become more (lifficult .because of the predictions that 
" enrollment will decline in the 1980s. The California 
Postsecondacy Education Commission concluded that 
••although several states appear to have responded ef- 
fectively to the need for ncAv cpnstruction when com- 
munity college growth reached its pqak, few have suc- 
ceeded ip establishing consistent and reliable systems of 
capital outlay support for the longer puit'' (1977a, p. 
127). ' — 

Current operating financing patterns vary according 
to the major source of funds or according to the manner 
in which the state distributes'its share of funds. Though 
there are common elements .in the patterns, they vary 
widely among the states and sometimes within a slate 
where some colleges are fUnded by the state and others 
through local properly taxes and state subventions. 

The simplest differentiation in financing patterns ^ 
focuses on the share of revenue colleges-receive from the 
state and from local taxes. State-supported^ colleges * 
receive their funds from the slate, no funds from local 
property taxes; locally-supported colleges receive funcjs 
from property taxes and state subventions. Within each . 
group tuition may or may not be a significant source of 
revenue. . * . 

A niore refined classification developed by Watten- 
barger and Starnes (1976) is based on the manner in 
which the. state funds ^re allocated or received by ijle > 
colleges. They classify support patterns under oife of 
/ f6ur major divisions: 1) Negotiated Budget Funding in 
whmb the college n^gotiate^with the state legislature or 
state board for a lump^^um, broken down into large 
areas orinto line ileni5;^2) Unit Rate FormuJa Funding 
based on student credit hours or student full-time 
equivalents; 3) Mmimiim Foundation or Equalization 
Funding b.asedon the ability of the college to support a 
minimum foundation with a specified property tax; 4) 
Cost-Based Program Funding as opposed to uniform^ 
single rate funding. Usually vocational education 
. courses are funded at a higher rate than liberal arts 
coufses; adult education courses may receive no state 
funds or at at lower rate than the regular college-credit = 
courses* The number of categories in cost-based fOndihg 
may vary froni J to 45. la 1976 the Unit Rate Formula 
and the Cost-Based Program Funding were each used by 
15 states, the Negotiated Budget by 12 states and the 
Q Minimum Foundation by S'siatjs. » c 
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Minimum foundation fundingcan becOme.c^uitecdm-. 
plicated as a result of attempts to take into considcai- 
ti9n property tax relief, hifeher^tosts of Operating:smaii 
colleges, problend^ encountered^ by urban districts., and 
varying rates of population growth/ and to keep the" 
total appropriation within bounds established by the 
legislature and gbVernor.- Before the passag^of Propost- 
tioft 13 California adopted a ''formula providing a par- 
tially equalized allowance for existing enrollment, a 
separate' computation f6r. enrollniient growth . . a 
'demographic' fj^ctor intended to benefit urban 
distrj[cts, and a six percent inflation factor*' (California 
, Postsecondary Edkicatiofi Commission, 1977a, p, 9). 
^. Less coniplex is the special assistance for equalization 
provided'by the Illinois legislature to those community 
college districts^ whose eqifalfzed .assessed valuation per 
full-time student equivalent-is below the state average 
(Illinois Community College Boards 1977). Under 
piinimum foundation or equalization aid pfittern the 
state share of srupport rises or falls '•according to the 
ability . . . of local districts to contribute to the founda- 
tion amount from their local tax bases" (California 
Postsecondary Education Commission, 1977a, p. "4)/ 
Although the four pattern* arc different, most of the 
\ Estates use a rate formula as one'^irigredient in allocating 
funds. Whatever; the pattern the amount of money 
allocate bears some relationship to the number of full- 
. time, student equivalents or to the number of full-time 
faculty equivalents or to the number of student credit 
\ hours or a combination of these criteria. Also,' in ftiost 
. rate formulas occupational x:ourses receive highfer 
allocations than the liberal arts. Some states adjust ra^s 
. "inveFsely to the size of college enrollment. In addition to 
Regular allocations lump sum payments may be allotted 
to small colleges or to new colleges. The budge/based 
pattern may appear to be less subject to enrollmont than 
. the others; however, in practice allocations f bear a 
• reasonable relation to enrollment. Aiide from partiality 
' toward enrollment-based funding there is no best fuqd- 
* ing pattern (Bennett, 1977). 

A different approach to funding was proposed 'by a 
Michigan task Force. A unique feature of the proposal 

* is a program classification structure of 5 delivery design 
modes — General Instruction, Lab 1 (Biology and 
Physical Science), Lab 2 CVocational/Technical), Lab 3 
(Health) and Lab 4 (Communications). The class size 

/ for each mode varies from IQ for Health to 22 for 
General Instruction'. The "central driving force" of the 
model is the student contact hour (SCOH) per full-time 
faculty equivalent (FTFE) formula. Another feature of 
- the plan is a 50/50 local-state shaTring; however the r^tio 
: is clqser to 25/50 because the local share includes 25 per- 
tent of tuition and fees. In many respects this is a 
modified form of cost-based funding (Michigan State 
Board for Public Community and, Juni6r Colleges?, 
1977). ^ 

Funding patterns are far from static.-Some change 
almost yearly (California Postsecondary Education 
Commission, 1977a). These m^y b.e initiated by the col- 

* lege educators, special- commissions^or task forces, the 
legislature, the governor, the electorate or a combina- 
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t;'ytion of two or more of these groups. Changes aw ofterf 
of a minor nature, such as introducing an inflation fac- 
. j6r, or an ineentive factoi;to encourage greater activity 
in pr.O]^rams (vocational, remedial, handicapped), or in- 

L^^^-:-. ^"redjuciog-the number of instructional pro*^ 

Qf greater significance are changes 
te aid for local-state support or'that 
ltd fees as a condition of state support 
aribu^ forjnulals with the objective of 
taxes or equalizing educational sup- 
jon of both. \ 

y phanges weire usually beneficial to 
970 state sui^port in New York in- 
nt. In 1962 'f^exas community col- 
per $)00 of stiate appropriations; in 
ifornia Postsecondary Education 
77b), State support in California in- 
pykccnt of the colleges' current income 
^ent in 1975 (California Postsecondary 
ission, 1977a). In Illinois appropria- 
ubled, from $56.9 million in 1970 to 
$128.1 millioiT in 1977 (illinois Community'College 
Board, 1977). In a survey of the financial Condition of 
community colleges in 39 states for the 197 5- 197T period 
McGuire (1978) reported that funds were increasing in 
11 states, decreasing in 7, and stabilized in 21. 

Formulas rarely provide for higher per capita grants 
to take care of the lag in reducing fixed costs during 
periods . of declining enrollment. Unless they are 
weighted to compensate for inflation the financial situa- 
tion can become serious (Illinois Community College 
Boal-d, 1977). For: 1975-77 McGuire noted that for some 
colleges even though "the actual appropriation . ^ . in- 
creased during [1975-77] .... Tho^ate of increase, 
however, was sn^aller than in previous years; was well 
below the rate of inflation; and, as a result of enroll- 
ment increases, culminated in lower per student 
income" (1978, p. .18). 

In recent years legislators and governors have been 
placing limits on the amount allocated to the colleges. 
For example, in 1974 the Florida state allocation was 
based on an estimated enrollment of 139,000 PTE. The 
. actual enrollment was 158,000. Because the legislature 
refused to increase the appropriation the colleges re- 
ceived a prorata share of the budgeted funds which 
meant a lower per PTE allocation (California 
Postsecondary Education Commission, 1977b). Simi- 
larly in 1976|in Illinois the state allotment had to absorb 
a serious deficiency of state funds because the state 
legislature did not pass a deficiency appropriation for 
approximately 23,000 more PTE students than had been 
anticipated (Illinois Commiinity College Board, 1977). 
In 1975 the California legislature at the request of the 
governor imposed a cap of 105 percent on the enroll- 
ment growth for which the state would provide funds 
(California Postsecondary Education Commission, 
1977a). In Washington because of a ••scarcity of 
resources ... substantial segments of the budget niodel 
'(were in 1977-78] funded at less than lOO percent" 
(Washington State Board for* Community College 
O jducation, 1978, Section I, pp. 1-2). 



EquaHy prevalent are restrictions placed' on funding 
of noncredit courses, ^particularly in community ser- 
vices. ReCent examples are in 'California (Mclntyfe, 
1978), Florida (Florida State Department of Eduqftion, 

1977) , New Jersey and Pennsylvania (Marforan^ and 
Others, 1978). TheSe courses are becoming so' un-* 
popular among legislatures that colleges are either cur- ' . 
tailing them, supporting- them by 4ocal revenues, or 
making them self-supporting. During periods of finan-' ; 
cial stringency, as in New York City and California, 
such courses are the first tp be dropped (Alfred and 
Others, 1977; Phair, U978i). 

Such actions do not augur well for financial well- 
being of the colleges, Henderson, Director of Com* , 
munity^ College Education in Florida, warned that the! 
"days of operating virtually unquestioned, and of being^. 

» both autonomous and affiuent, may well be a 
phenomenon of the past" (1978-, p. 27). Henderson's 
appraisal was shared by many educators in Cajifornia 
w,ho, in 1978j for the first time since 1940, had less 
money to spend than they had the previous year. Until a 
new funding- pattern is developed the prospect for 1979 
is bleak (Speich, 1978). On the basis of an analysis ot 
the issues and problems raised by recent trends in state 
legislative activity Martprana and Others concluded that 
"community and junior colleges have entered an era in 
which adequate financial support may be more and 

> more difficult to obtain" (1978,* p. 49). 

No satisfactory method of financing colleges on 
quality criteria has been devised although there is much 
written 1 about accountability,.^ competency-based in- 
struction and other proposals to use quality criteria in 
conjunction with quantity criteria. It ireven difficult to 
find evidence of cost effectiveness as Chancellor Craig 
of the California Community College Board of 
Governors discovered when be and his- staff were trying 
"to make the strong case we should haye been able to , 
make as to our relatively reasonable cost compared to ^ 
'the costs of unemployment, welfare, pienal institutlonsr.^^ 
other educational systems, etc." (Craig, 1978, p.: 3).i/ 
Proposals to/reward colleges on the basis of the p^r-r' 
centage; of students completing courses 'with passing 
grades or on the number of graduates receiving degr^s 
or certificates of completion have found little suppjbrt 
among educators. More common are incentives for 
recruiting students from economically, ^racially, 
physically, or educationally disadvantaged groups 
(Illinois Community College Board, 1977; Mclntyre, 

1978) . • 
Fi!knding is closely associated, with the issue of state 

versus' local control because educators believe thgt 
locally-supported colleges are less likely to be hampered 
by state controls than colleges funded by the state. The 
assumption that "decisions . . . invariably follow the * 
dollar" (California Postsecondary Education Commis- 
sion, 1977b, p. 9) seems to be unsupported by the facts. 
The ••intrusion of governmental agencies and boards 
into the affairs of local boards of control > . . , over- 
regulation . . . and excessive reporting requirements" 
(Michigan State Board for Public Community and 
Junior-Colleges, 1977, p. 52) are as prevalent in locallj^- 



supported colleges as in state-supponed icotteges. As 
Mi^iUMraiu Mcpubre wrote in 1976: " A new survey . 
conArins what nulfty educational leaders have been 
(uessing about. The states are exercising increasing con- 
trol aind i^rc^natibn over the dey^lqpnient^abd ^d^ 
m^tration of public commuoity colleges'' (1976, p. 

S). -:\ ' • . . ' ' • • 

Regarding the < local-state issue the^. California 
Ppstisecondary Education Conimission commented: 
'^Despite th^ fact that these arguments [of the relative 
advantages of local versus state funding] could be tested ' 
with ^empirical evidence, the local-state debate for.two- 
year -colleges has continued on an abstract and 'self-, 
evident' level, bespite the voluminous information on 
these colleges^, surprisingly few researchers have triedtto - 
see whether locisdly-cpntrdllcd colleges differ in cur- 
riqulum and orientatibn 'from their state-controlled 
^ cpuntcrparl^:U1971b, p.^). .^.^^^^^^^^ . • \ 

'As state legislatures and voters place limits on pro- 
* perty taxes the number of locally-supported colleges ^ill ; 
be sharply reduced. The amount of nvoney colleges 
receive from the state will depend on enrollment and the 
' * economy. If the ^concern about\ inflation and high 
goverrtmeht costs persists, the community college may 
be in a more difficult situation than at any time in the 
last ten years. Paradoxically, revenue from sales and in- 
come taxes axe increased by the inflationary't'effect on ' 
the price of goods ahd wages, thereby creating lafge ' 
surpluses in some state treasuries. Had it not been for 
the state surplus California community colleges would 
rtoday-be in very serio.us straits. A surplus in New YorJc 
enai^ed the Governor in: 1978 t6 increase grants for 
operating arid capital outlay purposes. For most col- 
leges capital^utlay revenues Will continue to be scarce 4" 
4s long as projections point to a decline or steady state 
in population and enrollment. Federal funds will con- 
tinue to be appropriated' for studeht and categorical 
^ants rather than for institutional purposes."' The 
i^ount provided In the 1980 budget may be Curtailed if ^ 
, Congress approves the President's goal of re?ducing the 
budget by $15 to $20 billion (Eaton, 1978). 

The financial crisis is adversely af fectiqg the cprnmit- 
ment to the Open Door bteause colleges' in choosing 
sv among alternatives tend to choose those which conform 
tovtraditional higher education p]:actices. A common 
response is to tighten admission, testing, pirpbatign and 
retention standards (Ailegato,. i978; Alfred and Others, 
^ t977; Mfetrppbliian Community Colleges, I978r Mc- 
. Cuen and Others, 1978). Anothei? is to drop remedial 
bourses. How.widespread t|iis movement back to the 
basics is in the comniunity colleges is difficult to deter^> 
mine. There is enough evidence^- Koweyer, to cause con- 
cern. Moore, in 1970, asserted tjiat *^'fe^y' teachers can, 
OF want tor teach [remedial studmts] at the college 
level" XAarons, 1975» p. 1) and Gleazer,Jn 1972 felt 
called upon to disagree with those who 'propose turpirig 
~ T)a(:lc^o the elementary and secondary- schools respon- 
sibility for inadequately prepared students (Aarons, 
1975). Sojme "taxpayers and legislators are beginning to 
object to paying college prices for public institutions 
O lat provide large numbers of remedial stddents. with > 
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vriiat is essentially high school [coursesK' (Beck, 1978, 
p: 15^ ^ , . I 

^- ^Iso affecting' the Open, Door is the continued in 
crease in tuition'^&nd fees and in the number of college^ 
imposing them. Since lack, of finances is among the 
principar reasons high school graduates dcynpf continue 
their education it is reasonable to''as^#ne tHIat tuition 
and fees are a deterrent. Financial aid and tuition remis 
sion plans provide some help to low- ahd middle-ihcpme 
students, but the amount available is iioadequate 

Reluctant a$ colleges are to inoreasi^'triition and fees, 
the yearly Average paid by students"^ has . risen withojiit 
interruption from $97 in 1964 to $|387 in 1976. Tl 
rangd today is from a few doU^s to $9Q0 (Americi 
Association of Community ai^ Junior Collej^es, 1978^ 
Tuition and fees represent about 20 percent of tli 
operming revenues. Today's cHrfs is forcing more C0)1- * 
leges to give up iheir no-tuition policy. Unforturiatel 

. because such a decision is^ rarely reversed in later ye 
the low- or no-tuition policy will end for neaiiyall coj 

. munity colleges within the neU five years. 

A positive effect of the tax crisis is the extensive ac 
tivity resulting from studies whichV though primarily 
focused bn financing, must perfd^c^ include areas such 
as mission and function/ governance, management and 
other aspects of education. It is possible, but highly im- 
probable, that thej^xamination m^y include aniong its 
issues whether or not the community college sbould be 
- transformed into a new kind, of institution 
v~ evidence suggests, thiat colleges Confronted by ^reduced 
financial resources revert to tt\e traditional' higher/ 
education status \yith empha^'on college-crediKourses . 
andprograms. ■ • * 

How long the lean years wilH^ist is difficult tq predict. 
The unpromising forecasts on population arid enrol}-' 
ment are; discouraging growth because there is a close 
reiatioriship between-such growth and reventie. Fof the 
last ten ye^^-s the drop in the enrollment of fMll-time 
college-age youth b^s been balanced by the enrollment 
of new students — minorities, veterans, middle-aged 
women, sienior citizens, part-timers l^including many 
with baccalaureate and higher degrees), the handi- . 
capped, . and the institutionalized (Kno'ell and Others; 
I$76)'.. But, this" flow seems to have reached its peak\ 
According tc^ a st\Kly of the California PostseconSary 
Education Commission, "in the past year or two . . it 
has become clear that this period of growth is ending 
and that the community colleges . .*. ihust adjust A. * to 
little or ito grbwth and, quite possibly in the early I^80s, 
some years of declining enrollments*' (1977a, p. 2 

. There mays^pt be as niajiy lean years as there werAfat 
years Of.the 1945:4977 era, biirthey are no 
soon. Much will depend on the relative success in rediK- 
ing inflation. If a serious recession sh6ul(4. occur in ^he 
last years of the J 970s, the lejin years for community 
colleges may extend into the 1980s. 



^John Lombirdi 
Staff Writer 
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